JESSE LASLOVICH
Office of the Commissioner of Securities
d Insurance, Montana State Auditor (CSI)

840 Helena Avenue
Helena, MT 59601
(406) 444-2040

jlaslovich2@mt.gov
Attorney for the CSI

BEFORE THE COMMISSIONER OF SECURITIES AND INSURANCE
OFFICE OF THE STATE AUDITOR
STATE OF MONTANA

Case No.: SEC-2009-6
1-12-29-08-281

IN THE MATTER OF:

CORNERSTONE FINANCIAL
CORPORATION

13 2" Ave.

Polson, MT, 59860

an unregistered broker-dealer firm and
securities issuer;

K & B INVESTMENTS, LLC

49158 Highway 93

Polson, MT, 59860

An unregistered broker-dealer and securities
issuer;

)
)
)
)
)
)
)
)
)
)
)
)
)
)
KEITH KOVICK, individually, in his ) CONSENT AGREEMENT AND FINAL
capacity as President, Director and ) ORDER RE ROBERT J. CONGDON
incorporator for Cornerstone Financial )
Corporation, in his capacity as an )
unregistered securities salesperson, and in )
his capacity promoting and conducting a )
Ponzi scheme; )

)

)

)

)

)

)

)

)

)

)

ROBERT J. CONGDON, individually, in
his capacity as Secretary and incorporator
for Cornerstone Financial Corporation, in
his capacity as an unregistered securities
salesperson, and in his capacity promoting
and conducting a Ponzi scheme;

JOHN AND JANE DOES 1-10;

Respondents.
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This Consent Agreement and Final Order (Agreement) is entered into by the Office of the
Commissioner of Securities and Insurance, Montana State Auditor (CSI), acting pursuant to the
authority of the Securities Act of Montana, Mont. Code Ann. § 30-10-101, et seq. (Act), and
Robert J. Congdon (Respondent).

RECITALS

WHEREAS, Respondent was Secretary, incorporator, and a salesperson of Cornerstone
Financial Corporation (Cornerstone) from May 16, 2000, through December 1,2010;

WHEREAS, on April 15, 2009, the CSI initiated an Agency Action against Respondent
for violations of the Act;

WHEREAS, the CSI investigated Respondent’s activity, which included issuing
unregistered securities in the form of short-term, high-yield promissory notes; issuing said
se.curities while not licensed as a securities salesperson or broker with the State of Montana,
failing to inform clients that he was not licensed to perform these transactions; commingling
investor funds in Cornerstone’s general and operating accounts; and using allegedly escrowed
investor funds to make payments to prior investors;

WHEREAS, the CSI alleges that Respondent violated Mont. Code Ann. § 30-10-202 by
issuing and selling secuﬁties not registered with the CSI or exempt under the Act;

WHEREAS, the CSI alleges that Respondent violated Mont. Code Ann. § 30-10-201(1)
by issuing and selling securities while not licensed to do so with the CSL;

WHEREAS, the CSI alleges that Respondent violated Mont. Code Ann. § 30-10-325 by

operating a Ponzi scheme in the course of business;
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WHEREAS, the CSI alleges that Respondent violated Mont. Code Ann. §30-10-
301(1)(b) by making untrue statements of fact to clients and failing to disclose material facts
necessary to avoid misleading his clients;

WHEREAS, the CSI alleges that Respondent violated Mont. Code Ann. § 30-10-
301(1)(c) by engaging in deceptive and fraudulent practices in the course of business;

WHEREAS, the CSI and Respondent agree that the best interests of the public would be
served by entering into this Agreement;

NOW, THEREFORE, in consideration of the mutual undertakings contained in this
Agreement, the CSI and Respondent hereby agree to settle this matter pursuant to the following

terms and conditions:

STIPULATIONS AND CONSENTS

L. Respondent admits he violated Mont. Code Ann. § 30-10-202 by issuing and
selling securities not registered with the CSI or exempt under the Act;

Il Respondent admits he violated Mont. Code Ann. § 30-10-201(1) by issuing and
selling securities without being licensed by the CSI;

M.  Respondent admits he violated Mont. Code Ann. §30-10-301(1)(b) by failing to
disclose to his clients that he was not licensed to transact business in securities;

IV. Respondent admits he violated Mont. Code Ann. §30-10-301(1)(b) by telling
investors he would record documents securing properties as collateral, and then failing to do so;

V. Without admitting or denying any of the CSI’s allegations to which he has not
previously admitted in this Agreement, Respondent stipulates and consents to the following:

A. Respondent shall pay a $100,000 fine to the State of Montana. The fine is

due within two years of the execution of this Agreement. This fine amount shall be
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reduced on a dollar-for-dollar basis by any and all amounts Respondent pays in
restitution.

B. Respondent shall make restitution as provided in Exhibit A. Such
amounts reflected in Exhibit A must be offset by any amount the victim(s) has/have
already received either from the Respondent or other sources. Other sources include, but
are not lirﬁited to, payments received from defaults, payments received from foreclosures,
or payments made to pay off any notes, including whether the entire note was paid off. If
the respective note has already been paid off, then the Respondent is not responsible for
making restitution to the respective victim(s). The Respondent must submit to the CSI
proper documentation showing that the victim(s) has/have received payments on their
respective notes and such documentation must meet the satisfaction of the CSI. After
review of the documentation or without receiving documentation, the CSI must determine
the ultimate amount of Restitution owed to each victim, but in no event shall the amount
owed the respective victim exceed the amount listed in Exhibit A for that respective
victim. If Keith Kovick is ordered to pay restitution, then both Respondent and Keith
Kovick are jointly and severally liable for the restitution amount.

C. Respondent is permanently banned from applying for securities
licensing or registration in Montana.

D. Respondent shall cooperate with the CSIin resolving this Agency Action
in its entirety including, but not limited to, providing relevant information and testimony
about the conduct of the other Respondents;

E. Respondent fully and forever releases and discharges the Commissioner of

Securities and Insurance, Montana State Auditor (Commissioner); the CSI; and all of the
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CSI’s employees and agents from any and all actions, claims, causes of action, demands,
or expenses for damages or injuries, whether asserted or unasserted, known or unknown,
foreseen or unforeseen, arising out of this Agreement.

F. Except as provided above, this Agreement is entered without adjudication
of any issue, law, or fact. It is entered into solely for the purpose of resolving the CSI’s
investigation and allegations and is not intended to be used for any other purpose.

G. Upon execution of this Agreement, Respondent acknowledges and waives
his right to appeal the Commissioner’s Order.

H. This Agreement constitutes the entire agreement between the parties and
no other promises or agreements, either express or implied, have been made by the CSI
or by any member, officer, agent, or representative of the CSI to induce Respondent to
enter into this Agreement.

L This Agreement may not be modified orally and any subsequent
modifications to this Agreement must be mutually agreed upon in writing to be effective.

J. This Agreement shall be incorporated into and made a part of the attached
Final Order issued by the Commissioner herein.

K. Upon execution of this Agreement, the CSI will not commence an
administrative action against Respondent based upon the activities giving rise to the
CSI’s investigation that occurred prior to the execution of this Agreement.

L. This Consent Agreement shall be effective upon signing of the Final
Order.

M.  Respondent further understands that, upon the signing of the Final Order

by the Commissioner or her representative, this Agreement will be an order of the
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Commissioner and failure to comply may constitute separate violations of the Securities
Act pursuant to Mont. Code Ann. § 30-10-305 and/or other applicable statutes or rules.

The CSI reserves the right to take subsequent legal action for failure to comply with the

Final Order, including seeking fines.

N. The Agreement and final order are public records under Montana law and

as such may not be sealed or otherwise withheld from the public.

| DATED this f_ day of 2019, ~

OFFICE OF THE COMMISSIONER OF
SECURITIES AND INSURANCE

ad| 2.
DATED this ‘_5 day of W&WW’)\ , JoH.

ROBERT J. CONGDON

Approved as to Legal Content

T e WK

TIM McKEON
Counsel for Respondent
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FINAL ORDER

Pursuant to the authority vested by Mont. Code Ann. § 2-4-603 and § 30-10-101, et seq.,

and upon review of the foregoing Consent Agreement and good cause appearing,

IT IS HEREBY ORDERED that the foregoing Consent Agreement between the Office

of the Commissioner of Securities and Insurance, Montana State Auditor, and the Respondent,

Robert J. Congdon, is adopted as if set forth fully herein.
Y2

DATED this ,2"” day of W ,2012.

MONICA J. LINDEEN
Commissioner of Securities and Insurance,

Montana State Auditor

ties Commissioner

ce: Jesse Laslovich
Robert J. Congdon
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CERTIFICATE OF SERVICE

I hereby certify the foregoing was served by US mail, first-class postage paid, on the

2nd day of February, 2012 to the following:

Timothy McKeon
McKeon Doud, PC
P.O. Box 7878
Kalispell, MT 59904

Keith Kovick
76 Sunrise Drive
Polson, MT 59860

K & B Investments, LLC
c/o Robert Congdon

Cormerstone Financial Corporation
c/o Robert Congdon
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